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AGENDA ITEM 8b(2) 
 
TO: MEMBERS OF THE INVESTMENT COMMITTEE 
 
 I. SUBJECT: 2009 Environmental Program Update 
 

 II. PROGRAM: Real Estate 
 

 III. RECOMMENDATION: Information 
 
 IV. ANALYSIS: 
 

ENERGY EFFICIENCY GOAL: 2009 REPORT 
 
This agenda item and the associated attachments are the final report on the five-
year voluntary Energy Efficiency Goal.  
 
2009 Energy Efficiency Goal Results 
 
Over the five-year performance period, the portfolio has surpassed the 20% 
Energy Efficiency Goal with a 22.8% total reduction in energy consumption 
compared with the baseline year of 2004. The portfolio achieved an energy 
reduction of 11.4% in 2009. Please see Attachment 1: Environmental Initiative 
Update, attached.  
 
The cumulative energy reduction data, from 2004 to 2009, is equivalent to 
preventing an estimated 126,000 tons of carbon dioxide (CO2) emissions. This is 
equivalent to removing approximately 22,000 cars from US roadways. 
 
History 
 
In December 2004, the Investment Committee adopted a voluntary Energy 
Efficiency Goal that proposed a 20% energy reduction in the Core real estate 
portfolio over a five-year period. Staff submitted annual reports to the Investment 
Committee in 2006 and 2007 noting progress made in 2005 and 2006, 
respectively, toward the goal.  
 



Members of the Investment Committee 
December 13, 2010 
Page 2 of 5 
 

In 2007, staff hired JDM Associates to report on 2007 and future years’ energy 
consumption, determine best units of measure and reporting standards, establish 
baseline years of energy consumption, and review prior years’ reporting based 
on their recommended calculation measurements and methodology. Staff and 
JDM Associates also monitor steps taken by Core and certain Non-Core 
managers to enhance sustainability in their portfolios.  
 
Over the course of the program, staff has seen a continual increase in 
environmental consciousness as managers strive to enhance sustainability 
across their portfolios.  Investment managers recognize the importance of an 
industry shift toward environmentally sensitive real estate operations, 
management, and development, and are making sustainability a priority.  It is the 
investment managers’ commitment to this effort that is largely the reason the 
program has been a success.   
 
Calculation and Methodology 
 
The attachments to JDM Associates’ Environmental Initiative Update report 
entitled “Energy Efficiency Plan Analysis” and “Energy Efficiency Plan Analysis 
Methodology” provide detailed information on the calculations. 
 
The following are important considerations when reporting energy consumption 
data in CalPERS Real Estate portfolio: 
 
 The portfolio is very large, diverse and dynamic with multiple property types 
 The sample size varies annually and only a small portion of the portfolio has 

remained constant since 2004 
 
Although controls for these issues were created, the aggregate energy 
consumption reduction and carbon emissions avoidance for the portfolio should 
be considered representative, rather than absolute, measures of managers’ 
achievements. 
 
Core investment managers responded to a survey requesting energy 
consumption data during the calendar year 2009. Based on the data provided by 
managers, the energy reduction was calculated on a per-square-foot basis using 
metrics appropriate to each property type: 
 
 Office – total energy usage per occupied net rentable square foot 
 Multifamily, industrial, and retail – common area energy usage per net 

rentable square foot 
 
Using these measures, 2009 data is compared with energy usage data for 2004 
(the baseline year), 2005, 2006, 2007, and 2008. To provide reasonable 
comparisons, some elements of the previously reported energy reductions were 
recalculated based on the established methodology and on updated information 
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provided by managers in 2009. To calculate the total energy reduction, kWh was 
converted to Btu so that they could be combined using a common denominator. 
 
Additional Activities Undertaken By Managers in 2009: Core and Non-Core 
 
Although the Energy Efficiency Goal focused on energy use in the Core portfolio, 
the Real Estate staff extended the focus to identify and monitor efforts on water 
conservation, waste management, and other environmental improvements for 
properties within the Core and Non-Core programs. All of the Core managers 
and select Non-Core managers responded voluntarily to a qualitative survey 
covering green activities undertaken in 2009 within their portfolios. The 
responses are an important indicator of overall environmental achievements.  
 
In 2009, managers continued their focus on no- and low-cost operational 
strategies to improve environmental performance, with limited new initiatives 
being undertaken in light of the sustained economic downturn. Commonly 
reported operational strategies included reducing landscape irrigation watering 
times; maintaining recycling programs for occupant waste; and educating tenants 
and residents to reduce energy and water usage and waste production.  
 
Managers also reported upgrades to equipment such as lighting, HVAC, 
appliances, and plumbing fixtures at certain properties. To reduce costs, these 
upgrades most often took place during tenant improvements, turnovers, and 
property rehabilitations, or when replacing equipment at the end of its useful life. 
Managers installed more energy-efficient lighting and HVAC systems, automatic 
lighting controls, and ENERGY STAR qualified appliances. 
 
The JDM Associates’ Environmental Initiative Update references several 
attachments that are not included in this agenda item. These attachments are 
available upon request and, after December 13, 2010, will be posted with this 
agenda item on the CalPERS website. 
 
Looking to the Future 
 
The Real Estate Unit (REU) is participating in the total fund process for 
integrating investment, environmental, social, and governance (IESG) practices 
into investment and portfolio management. This effort, among other things, will 
identify best practices and challenges among a global peer group with differing 
perspectives and approaches to environmental, social, and governance 
integration. These findings will assist staff when developing ideas for Real 
Estate’s next sustainability initiative.  
 
Additionally, staff is reviewing possible participation in various initiatives that may 
form the basis of a future environmental program for the REU. Staff intends to 
present Real Estate’s proposed Strategic Plan to the Investment Committee in 
2011. The Strategic Plan will include staff’s proposed environmental program. 
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V. STRATEGIC PLAN: 
 

Goal VIII. Manage the risk and volatility of assets and liabilities to ensure 
sufficient funds are available, first, to pay benefits, and second to minimize and 
stabilize contributions; and, 
 
Goal IX. Achieve long-term, sustainable, risk adjusted returns. 

 
VI. RESULTS/COSTS: 
 

This is an informational item and therefore has no associated costs. 
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